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According to Nicaragua's Central Bank, the value of local currency against the US dollar has
dropped by 5% over the past five months, with the official exchange rate as of June 1 resting at 6.65
cordobas per US dollar. The accumulated devaluation is a result of a government policy of monthly
1% "mini-devaluations," which the Central Bank initiated in November 1993 to stimulate exports. If
the 1% per month devaluations continue, the exchange rate by year- end 1994 will reach C7.12:US$1.
Although an important stimulus for the export sector, the policy of mini-devaluations may yet fuel
inflation in the second half of the year, possibly pushing the consumer price index for 1994 above the
government's target of 10%. So far, however, the government has managed to control inflation since
the beginning of the year. Monthly inflation in May was only .62%, bringing accumulated inflation
for the first five months of 1994 to 3.38%. Even if annual inflation surpasses the government's 10%
target, it would still represent a substantial drop compared to 1993, when annual inflation reached
28.3%, the highest in Central America that year.
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